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CONPIDENTIAL QUITO 0806 

E.O. 11652: GDS 
TAGS: EPIN, EC, ENRG 

SUBJECT: CEPE’S 1976 INVESTMENT PROGRAM 
REF: STATE 016945, QUITO 0597, QUITO 0463 

1. DESK MAY WISH TO DRAW SELECTIVELY ON POLLOWING INPORMATION 
AND REPTELS IN CONVERSATIONS WITH QRC. 

2. LOCAL BANKING SOURCES REPORT PAVORABLY ON CEPE'S 
CREDIT RATING: CEPE LOANS CARRY A GOVERNMENT GUARANTEE 
AND THEREPORE THE OVERALL CREDIT OP THE GOE MUST BE 
CONSIDERED RATHER THAN THAT OP CEPE AS AN AUTONOMOUS 
AGENCY. OF COURSE, THE CREDIT RATING FOR THIS SPECIFIC 
LOAN WOULD DEPEND ON THE PROJECTS TO BE PINANCED, TERMS, 

AND SOURCE OP REPAYMENT. 

3. THE LOAN WILL ESSENTIALLY BE USED (AS TELEGRAM STATES) 

TO PINANCE AMBITIOUS CEPE PROJECTS FOR 1976. HOWEVER, DESK 
SHOULD BE AWARE THAT $30 MILLION IS CLOSE TO AMOUNT 
NEEDED TO PURCHASE ADDITIONAL 26 PERCENT SHARE OP THE 
TEXACO-GULP-CEPE CONSORTIUM, THUS GIVING CEPE 51 PERCENT 
CONTROL OP THE CONSORTIUM, AN OPT-STATED GOAL OP NEWLY- 
APPOINTED MINISTER OP NATURAL RESOURCES RENE VARGAS. 

(EMBASSY ESTIMATES CEPE WOULD NEED $38 MILLION TO BUY 
THE 26 PERCENT INCREMENT.) 
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4. EVEN IF CEPE’S EXTERNAL CREDIT RATING IS PAVORABLE, 
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IN A TECHNICAL SENSE, CEPE'S INTERNAL FINANCIAL PERFOR- 
MANCE HAS BEEN POOR. CEPE HAS FAILED TO MEET AT LEAST 
PART OF ITS PAYROOL SEVERAL TIMES DURING THE PAST YEAR, 

AND HAS BEEN CONSISTENTLY LATE IN PAYING ITS SHARE OF 
OPERATING COSTS OF THE CONSORTIUM. TEXACO-GULF MAINTAINS 
THAT CEPE HAS CONSISTENTLY LAGGED IN ITS PAYMENT FOR 
PURCHASE OF ITS 25 PERCENT SHARE OF THE CONSORTIUM, AND 
TEXACO-GULF SAYS THAT CEPE STILL OWES $3.3 MILLION WHICH IS 
NOW BEING AUDITED. CEPE HAS ALSO REFUSED TO ASSUME ITS 
SHARE OF VARIOUS EXTRADORDINARY EXPENSES THAT HAVE DEVOLVED 
UPON THE CONSORTIUM, SUCH AS EXTENSIVE DAMAGE TO OREIENTE 
ROADS AND BRIDGES DURING 1975 FLOODS. 

BREWSTER 
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